(A.1)
Taking logs of both sides and linearizing the right hand side yields an equation for f t+1 :
f t+1 = λ 1 k t + λ 2 (a t + n t ) + λ 3 c t λ 4 f t , (A.2) where,
. log-linearizing the work-wage first-order condition (??) yields an equation for log hours:
where,
and where,
Equation (??) is loglinearized assuming that R t+1 and C t+1 are jointly lognormal and homoskedastic to obtain:
We assume that individuals can reallocate capital between the home and market sectors within the period. This allows us to equate the gross marginal products of each type of capital in (??) and (??) yielding an equation for k t and d t in terms of f t, a t , and c t :
Elasticities of total capital with respect to last period's total capital and the log technology shock are then found as
All other elasticities are defined in terms of the elasticities above:
Case 3
Parameter definitions for Case 3 are the same as in Case 4, with the following exceptions:
ω 2 ≡ −ασ/((1 − α) + ασ), ν 3 ≡ ν * α, η ha = (1 − α)η da − αN η na /(1 − N ).
Case 2
The solutions for the elasticities given in (??) for Case 2 yield a quadratic equation in k for η ck , Q 2 η
